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THIS DOCUMENT MAY INCLUDE CONFIDENTIAL INFORMATION
SUBJECT TO THE ATTORNEY-CLIENT AND DELIBERATIVE PROCESS
PRIVILEGES, AND MAY ALSO HAVE BEEN PREPARED IN ANTICIPATION OF
LITIGATION. THIS DOCUMENT SHOULD NOT BE DISCLOSED TO ANYONE
OUTSIDE THE IRS, INCLUDING THE TAXPAYER INVOLVED, AND ITS USE
WITHIN THE IRS SHOULD BE LIMITED TO THOSE WITH A NEED TO REVIEW THE
DOCUMENT IN RELATION TO THE MATTER OF THE CASE DISCUSSED HEREIN.
THIS DOCUMENT IS ALSO TAX INFORMATION OF THE INSTANT TAXPAYER WHICH
" IS SUBJECT TO 1I.R.C. § 6103.

Reference is made to your April 6, 2000 request for advice
regarding the above taxpayer.

ISSUE

What language should be used on a consent to extend the

statutory peri b ibutable to deductions
consent to e defilcilencles attributable to adjustments to the
amounts it reported as deductible settlement payments to the
ﬂ and the

o]

CONCLUSION

The following language may be used to restrict the consent to
ibutable to deductions claimed _
for settlement ents to the
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The amount (s) of any assessments with respect te all
sharehclders is to be limited to the amount(s) resulting from
any adjustment to the following amounts included for the above
named S corporation in the amounts it reported as other
deductions, environmental cost:

J - -
DISCUSSION - '

mis‘ an S corporation that was
subject to Subchapter 5] e Code {Code sections 6241 through

6245) for the years currently under examination, which include the

Bl vc2rs ended December 31, | BN =r¢c I v-

understand that you have reached a tentative agreement with

mto resolve all of the items
ralsed as a resu o e eXamination except for the deductibility

of the following settlement payments to the
. and the
during I, M and

-‘ -

s TN -
I N s

I i cluded the settlement payments

in the amounts it reported as other deductions - environmental
cost. We further understand that you expect to obtain partial
agreements from each of the corporation's shareholders with respect
to the items for which a tentative agreement has been reached and
to assess the deficiencies resulting from that partial agreement
before the expiration of ‘the statute of limitations as extended.

! Although section 1307 of the Small Business Job
Protection Act of 1996 repealed the provisions of Subchapter D
that provided for the corporate level determination of the tax
treatment of S corporation items, the repeal was effective only
for tax years beginning after December 31,
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As a result, the only issue for which a statute extension will be
necessary will be the deductibility of the above settlement

ayments. Finally, we understand that ||} NG EEGNN
khas requested, and that the examination Division is

willing to grant, a consent restricted to the issue of the
deductibility of the settlement payments.?

Guidance on drafting restrictive consents is contained in IRM
section 4541.72. Section 4541.72(1) specifies that the basic
statement used to restrict a consent is as follows:

The amount of any deficiency assessment is to be limited to
that resulting from any adjustment to (description of the
area(s) of consideration}) including any consequential changes
to other items based on such adjustment. S

It cautions that the restrictive language should describe the area
or areas of consideration rather than the proposed tax treatment
and that Code sections should not be included in restrictive
language.

. Based on the foregoing, we recommend the use of the following
restrictive language which we have adapted from the basic statement

oted above to apply to an S corporation such as ||| GTGN
Hand tailored to the facts set forth herein:

The amount({s) of any assessments with respect to all 7
shareholders is to be limited to the amount(s) resulting from
any adjustment to the following amounts included for the above
named S corporation in the amounts it reported as other
deductions, environmental cost:

-5_5_5_
B S

? ‘Internal Revenue Manual sections 4541.71 and 8233. (12)
describe the circumstances in which restricted consents are
appropriate. We are not opining on whether a restricted consent
is appropriate as we understand that you have considered the
matter and concluded that a restricted consent is appropriate.
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This opinion is based on the facts set forth herein. It might
change if the facts are determined to be incorrect or if additional
facts are developed. If the facts are determined to be incorrect
or if additional facts are developed, this opinion should not be
relied upon. You should be aware that, under routine procedures
which have been established for opinions of this type, we have
referred this memorandum to the Office of Chief Counsel for review.
That review might result in modifications to the conclusions
herein. We will inform you of the result of the review as soon as
we hear from that office. In the meantime, the conclusions reached
in this opinion should be considered to be only preliminary.

If you have_ény questions, you should call Halvor Adams at
{516} ©88-1737.

JODY TANCER
Acting District Counsel

c: vrene [N -




